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ECON4835 Special, Trimester 3 2015 
PART A 


Answer ALL FIVE (5) questions. 
(40 marks — allow approximately 45 minutes) 


Write short notes on the following: 


Q1. 


Q2. 


Q3. 


Q4. 


Q5. 


Product homogeneity and atomistic production are two characteristics typically 
associated with describing a commodity. Explain how each of these characteristics 
relates to a commodity of your choice and their relevance as a descriptor in the context 
of contemporary commodity markets. (8 marks) 


Explain the concept of the coefficient of price flexibility. What does it measure and why 
is it useful in agricultural commodity analysis? (8 marks) 


Explain the difference between seasonal and cyclical price behaviour. What are the key 
influences on seasonal price patterns? (8 marks) 


What are the terms of trade of farm products? Explain the link between the terms of 
trade of farm products and productivity. Why should interpretation of the terms of trade 
indexes of farm products be treated with caution? (8 marks) 


Marketing boards and co-operatives are both examples of collective action by farmers. 
Explain the key fundamental differences between the two forms of marketing 
institutions. What is the underlying problem experienced by voluntary co-operatives in 
trying to increase producer returns? Explain. (8 marks) 


ECON435 Special, Trimester 3 2015 
PART B 


Answer ALL THREE (3) questions. 
(60 marks - allow approximately 75 minutes) 


Q6. 


Q7. 


Q8. 


The Japan-Australia Economic Partnership Agreement (Free Trade Agreement) came 
into force in January 2015. The agreement will reduce the tariff on Australian beef 
exports entering Japan over a number of years. Use a spatial equilibrium model to 
illustrate and explain the impacts of the tariff rate reduction under the assumption that 
Japan is ‘large’ importing country. How will this tariff rate reduction impact on the price 
and volume of Australian beef exports to Japan? Be sure to demonstrate and explain 
who gains and who loses from the policy. (20 marks) 


Use the model of marketing margin behavior to explain the impact of an increase in the 
cost of a major input used to produce lamb at the farm level on retail prices and farm 
prices. Draw your diagram depicting parallel linear primary demand and derived 
demand curves and parallel linear primary supply and derived supply curves. Assume 
parallel shifts of any relevant curves. In your explanation explain the key assumptions 
that underpin this type of model of margin behaviour. (20 marks) 


Using a diagram demonstrate and explain the economic effects of a commodity price 
maintained above the domestic equilibrium price which is supported by government 
demand. Clearly illustrate (i) any changes in consumer and producer surplus as a result 
of the price support and (ii) the cost to the government from maintaining the higher 
price. Discuss two approaches the government might use to deal with inventory 
problems created by the price support scheme. (20 marks) 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 


result in the cancellation of all marks for this examination. 
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